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§ 417.402 Effective date of initial regu-
lations.

(a) The changes made to section 1876
of the Act by section 114 of the Tax Eq-
uity and Fiscal Responsibility Act of
1982 became effective on February 1,
1985, the effective date of the initial
implementing regulations.

(b) The changes made to section 1876
of the Act by section 4002 of the Bal-
anced Budget Act (BBA) of 1997 are in-
corporated in section 422 except for 1876
cost contracts. Upon enactment of the
BBA (August 5, 1997) no new cost con-
tracts or service area expansions are
accepted by HCFA except for current
Health Care Prepayment Plans that
may convert to 1876 cost contracts.
Also, 1876 cost contracts may not be
extended or renewed beyond December
31, 2002.

[63 FR 35066, June 26, 1998]

§ 417.404 General requirements.
(a) In order to contract with HCFA

under the Medicare program, an entity
must—

(1) Be determined by HCFA to be an
HMO or CMP (in accordance with
§§ 117.142 and 417.407, respectively); and

(2) Comply with the contract require-
ments set forth in subpart L of this
part.

(b) HCFA enters into or renews a con-
tract only if it determines that action
would be consistent with the effective
and efficient implementation of section
1876 of the Act.

[60 FR 45675, Sept. 1, 1995]

§ 417.406 Application and determina-
tion.

(a) Responsibility for making determina-
tions. HCFA is responsible for deter-
mining whether an entity meets the re-
quirements to be an HMO or CMP.

(b) Application requirements. (1) The
application requirements for HMOs are
set forth in § 417.143.

(2) The requirements of § 417.143 also
apply to CMPs except that there are no
application fees.

(c) Determination. HCFA uses the pro-
cedures set forth in § 417.144(a) through
(d) to determine whether an entity is
an HMO or CMP.

(d) Oversight of continuing compliance.
(1) HCFA oversees an entity’s contin-

ued compliance with the requirements
for an HMO as defined in § 417.1 or for a
CMP as set forth in § 417.407.

(2) If an entity no longer meets those
requirements, HCFA terminates the
contract of that entity in accordance
with § 417.494.

[60 FR 45675, Sept. 1, 1995]

§ 417.407 Requirements for a Competi-
tive Medical Plan (CMP).

(a) General rule. To qualify as a CMP,
an entity must be organized under the
laws of a State and must meet the re-
quirements of paragraphs (b) through
(f) of this section.

(b) Required services. (1) Basic rule. Ex-
cept as provided in paragraph (b)(2) of
this section, the entity furnishes to its
enrollees at least the following serv-
ices:

(i) Physicians’ services performed by
physicians.

(ii) Laboratory, x-ray, emergency,
and preventive services.

(iii) Out-of-area coverage.
(iv) Inpatient hospital services.
(2) Exception for Medicaid prepay-

ment risk contracts. An entity that
had, before 1970, a Medicaid prepay-
ment risk contract that did not include
provision of inpatient hospital services
is not required to provide those serv-
ices.

(c) Compensation for services. The en-
tity receives compensation (except for
deductibles, coinsurance, and copay-
ments) for the health care services it
provides to enrollees on a periodic, pre-
paid capitation basis regardless of the
frequency, extent, or kind of services
provided to any enrollee.

(d) Source of physicians’ services. The
entity provides physicians’ services
primarily through—

(1) Physicians who are employees or
partners of the entity; or

(2) Physicians or groups of physicians
(organized on a group or individual
practice basis) under contract with the
entity to provide physicians’ services.

(e) Assumption of financial risk. The
rules set forth in § 417.120(b) for HMOs
apply also to CMPs except that ref-
erence to ‘‘basic services’’ must be read
as reference to the required services
listed in paragraph (b) of this section.

(f) Protection of enrollees. The entity
provides adequately against the risk of
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